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Claiming Tax and National Insurance 

Rebates for Training (1996-2006)




In August 2006 Her Majesty’s Revenue and Customs (HMRC) informed the Local Government Employers (LGE) that educational psychologists who had trained during the period 1996-2006 were entitled to claim a rebate of tax and Class 1 National Insurance Contributions during the period of training.  Mike Harmon, Technical Adviser at HMRC, stated in his letter to Jackie Wood at the LGE, “ HM Revenue & Customs will repay tax and NICs incorrectly deducted during the period of training”
.

Before providing this advice to members, the AEP has consulted its solicitors with regard to any employment or other implications of this decision.  From this advice, it is apparent that claiming the refund will have little or no effect on statutory employment rights. The AEP advises members that this circular relates to the general principles and members seeking to claim refunds should verify for themselves any implications relating to their own individual circumstances.  

Continuity of service should not be affected by a member’s claim for refund. Our solicitors note, “…an employee’s relations with his employer are governed by a contract of employment….”  All funded trainees had a contract of employment with a nominated local authority in this period and they maintained their continuity of service.  Our solicitors further note, “Consequently, I see no significant risk for the trainees in reclaiming tax and NI as far as disrupting their accrued continuous service for statutory employment rights’ purposes is concerned.” An exception to this relates to Self-funded trainees who may not have had such a contract and in those circumstances they are unlikely, in any case, to have continuity of employment rights for the period of their training.

Statutory maternity pay should not be affected provided the member meets the necessary criteria of: 

(a) being continuously employed for 26 weeks ending with the week immediately preceding the 14th week before the expected week of confinement and;

(b) their normal weekly earnings for the period of 8 weeks ending with the week immediately preceding the 14th week before the expected week of confinement must not be less than the lower limit for the payment of NI contributions.

Some employers have better local arrangements for maternity pay and members will need to check any local arrangements with their employer.

Statutory sick pay rights are similarly not affected.  All that is required is that there must be a contract of service in place, under which the employee’s gross earnings average at least £84 per week.  Again, most employers have locally agreed arrangements that improve on statutory sick pay. These are usually related to an individual’s length of continuity of service, which should not be affected by making a claim (see above).  Members are advised to check with their employers the effect on their own individual circumstances.

State pension rights may well be affected.  State pension is calculated on the number of NI contributions an individual has made.  Reclaiming the NIC for this period will reduce the contribution years an individual has paid by the length of the training period, in most cases one year’s worth.  Unless a member has a full contributions record at retirement age (currently 44 years for men and 39 for women) there will be a percentage reduction to the pension.  Members can buy back these contributions. They are advised to seek a pension’s forecast from the HMRC to ascertain the effect on their individual circumstances.

The advice the AEP has received is that, in principle, members making a claim for a tax refund during their period of training should notice no deleterious effect on their continuity of service or statutory employment rights, if they had a contract of employment during their training year. Members are advised that individual circumstances may differ and they should seek advice to assure themselves in relation to their own individual position.   There may well be an effect on members’ state pension rights and they are advised that this can be estimated by seeking an individual pension’s forecast from HMRC.

Members wishing to claim a refund of PAYE income tax deductions and/or NI contributions should contact their designated HMRC office directly to ascertain how such a claim should be made.  The procedure may vary depending on individual circumstances.  The AEP is not able to provide advice or assistance to members in respect of their personal claims.  However, the AEP would welcome feedback from members who do pursue this course of action, and would be interested to learn of the outcomes of individual claims which may have relevance for other members.

Eric Page

Association Secretary

(prepared by the general secretary)




The advice contained in this circular is for the general information of members and does not relate to individual circumstances. The Association reminds members that it cannot give individual financial advice. Members should assure themselves of the financial and other implications of any decisions that they may make in relation to claiming any refund of tax paid and National Insurance Contributions. Such advice may be available from their employers, HRMC and independent financial advisers.











� Copies of the letter referenced SAP/130/MEH/21 can be obtained from Jackie Wood at the Local Government Employers.
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